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PRELIMINARY STATEMENT
*Designates Region Office

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven
(11) counties in South Dakota with natural gas. Counties served are:

Butte Lawrence Stanley
Edmunds Meade Sully
Harding Pennington Walworth
Hughes Potter

Communities served under Rate 66 or 76 are designated (66/76), all other communities
are served under the otherwise applicable rates.

Bismarck Region

Bowdle (66/76) Glenham (66/76) Roscoe (66/76)
Gettysburg (66/76) Ipswich (66/76) Selby (66/76)
Mobridge (66/76)

Rapid City Region

Agar (66/76) Deadwood Pluma
Belle Fourche Lead *Rapid City
Black Hawk Onida (66/76) St. Onge
Box Elder Piedmont Spearfish
Camp Crook Ft. Pierre (66/76) Sturgis
Central City Pierre (66/76) Terraville

Whitewood
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Availability:
In all communities served, except for those communities set forth on Rate 66 or
Rate 76, for all domestic uses. See Rate 100, §V.3, for definition of class of

service.
Rate:
Basic Service Charge: $0.25 per day
Distribution Delivery Charge: $1.571 per dk
Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate
Minimum Bill:

Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The
cost of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87 or any amendments or alterations thereto.

General Terms and Conditions:
RULES - The foregoing schedule is subject to Rates 100 through 134 and any
amendments or alterations thereto or additional rules and regulations promulgated
by the Company under the laws of the state.
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Availability:
In the following communities, for all domestic uses except for resale. See Rate
100 §V.3, for definition on class of service.

Agar Glenham Pierre
Bowdle Ipswich Roscoe
Ft. Pierre Mobridge Selby
Gettysburg Onida
Rate:
Basic Service Charge: $0.25 per day
Distribution Delivery Charge: $2.449 per dk
Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate
Minimum Bill:

Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The
cost of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87, or any amendments or alterations thereto.
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General Terms and Conditions:
RULES - The foregoing schedule is subject to Rates 100 through 134, and any
amendments or alterations thereto or additional rules and regulations promulgated
by the Company under the laws of the state.
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Availability:
In all communities served, except for those communities set forth on Rate 66 or

Rate 76, for all purposes except for resale. See Rate 100, §V.3, for definition on
class of service.

Rate:
Basic Service Charge:
For customers with meters rated $0.35 per day
under 500 cubic feet per hour
For customers with meters rated $0.70 per day
over 500 cubic feet per hour
Distribution Delivery Charge: $1.175 per dk
Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate
Minimum Bill:
Basic Service Charge.
Payment:

Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87 or any amendments or alterations thereto. ‘
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Availability:
In all communities served, except for communities set forth on Rate 66 or Rate 76,
for all interruptible general gas service customers whose interruptible natural gas
load will exceed an input rate of 2,500,000 Btu per hour, metered at a single
delivery point and whose use of natural gas will not exceed 40,000 dk annually.
The rates herein are applicable only to customer's interruptible load. Customer's
firm natural gas requirements must be separately metered or specified in a firm
service agreement. Customer's firm load shall be billed at Firm General Gas
Service Rate 70. For interruption purposes, the maximum daily firm requirement
shall be set forth in the firm service agreement.

Rate:
Basic Service Charge: $50.00 per month

Distribution Delivery Charge:

Maximum Rate $0.453 per dk
Minimum Rate $0.131 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on the
bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Availability:
In all communities served, except for those communities set forth on Rate 76,
for customers otherwise qualifying for service under Firm General Gas Service
Rate 70. See Rate 100, §V.3, for definition of class of service.

Rate:

Basic Service Charge:
For customers with meters rated $0.35 per day
under 500 cubic feet per hour
For customers with meters rated $0.70 per day
over 500 cubic feet per hour

Distribution Delivery Charge: $1.175 per dk

Cost of Gas:

Winter — Bills rendered October 1 through May 31 Determined Monthly —
See Rate Summary
Sheet for Current Rate

Summer — Bills rendered June 1 through September 30  Determined Monthly —
See Rate Summary
Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Availability:
In the following communities, for all purposes except for resale. See Rate 100
§V.3, for definition on class of service.

Agar Glenham Pierre
Bowdle Ipswich Roscoe
Ft. Pierre Mobridge Selby
Gettysburg Onida
Rate:
Basic Service Charge:
For customers with meters rated
under 500 cubic feet per hour $0.35 per day
For customers with meters rated
over 500 cubic feet per hour $0.70 per day
Distribution Delivery Charge: $2.332 per dk
Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate
Minimum Bili:
Basic Service Charge.
Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.
Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87, or any amendments or alierations thereto.

General Terms and Conditions:
RULES - The foregoing schedule is subject to Rates 100 through 134, and any
amendments or alterations thereto or additional rules and regulations promulgated
by the Company under the laws of the state.
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Availability:
This service is applicable, except for customers served on Rate 66 or Rate 76, for
transportation of natural gas to customer's premise (metered at a single delivery
point) through Company's distribution facilities. In order to obtain transportation
service, customer must qualify under an applicable gas transportation service rate;
meet the general terms and conditions of service provided hereunder; and enter
into a gas transportation agreement upon request by the Company.

The transportation services are as follows:

Small Interruptible General Gas Transportation Service Rate 81:

Transportation service is available for all general gas service customers whose
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour,
metered at a single delivery point whose average use of natural gas will not exceed
40,000 dk annually, and who, absent the request for transportation service, are
eligible for natural gas service, on an interruptible basis, pursuant to Company's
effective Small Interruptible General Gas Service Rate 71. Customer's firm natural
gas requirements must be separately metered or specified in a firm service
agreement. Customer's firm load shall be treated and billed in accordance with the
provisions of Firm General Gas Service Rate 70.

Large Interruptible General Gas Transportation Service Rate 82:

Transportation service is available for all general gas service customers whose
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour,
metered at a single delivery point, whose average use of natural gas will exceed
40,000 dk annually, and who, absent the request for transportation service, are
eligible for natural gas service on an interruptible basis, pursuant to Company's
effective Large Interruptible General Gas Service Rate 85. Customer's firm natural
gas requirements must be separately metered or specified in a firm service
agreement. Customer's firm load shall be treated and billed in accordance with the
provisions of Firm General Gas Service Rate 70.
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Availability:

Rate:

In all communities served, except those communities set forth on Rate 66 or Rate
76, for all interruptible general gas service customers whose interruptible natural
gas load will exceed an input rate of 2,500,000 Btu per hour, metered at a single
delivery point and whose use of natural gas will exceed 40,000 dk annually. The
rates herein are applicable only to customer's interruptible load. Customer's firm
natural gas requirements must be separately metered or specified in a firm service
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate
70. For interruption purposes, the maximum daily firm requirement shall be set
forth in the firm service agreement. The Company reserves the right to refuse the
initiation of service under this rate schedule based on the availability of gas

supply.

This rate schedule shall not apply for service to U. S. Government installations,
which are covered by separate special contracts.

Basic Service Charge: $175.00 per month

Distribution Delivery Charge:

Maximum Rate $0.187 per dk
Minimum Rate $0.090 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:

Basic Service Charge.

Payment:

Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.
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APPLICABILITY:
This rate schedule represents a Distribution Delivery Stabilization Mechanism
(DDSM) and specifies the procedure to be utilized to correct for the over/under
collection of distribution delivery charge revenues due to weather fluctuations
during the period from October 1 through April 30. Service provided under the
Company’s Residential Rates 60 and 66 and Firm General Service Rates 70 and
76 shall be subject to decreases or increases under the DDSM.

DISTRIBUTION DELIVERY STABILIZATION MECHANISM:
A DDSM will be determined for each customer taking service under Residential
Service Rates 60 and 66 and Firm General Service Rates 70 and 76 beginning
with the first billing cycle starting November 1 through the billing cycle ending May
1. The DDSM adjustment will be applied as a surcharge or credit on all rate
schedules to which the DDSM is applicable.

DDSM ADJUSTMENT CALCULATION:
The DDSM Adjustment shall be determined for each customer taking service
under Residential Rates 60 and 66 or Firm General Service Rates 70 and 76. In
order to calculate the respective DDSM adjustment, the ratio of the normal HDDs
as compared to the actual HDDs will be determined and muttiplied by the
temperature sensitive consumption per customer per HDD, as determined in the
most recent general rate case. The resulting product shall be multiplied by'the
applicable Distribution Delivery Charge rate per dk.

DDSM; = R; (DDF;((NDD-ADD)/ADD))
Where:
DDSM; Distribution Delivery Stabilization Adjustment

i Customer served under Rate Schedule 60, 66, 70 or 76

R = Applicable Distribution Delivery Charge per dk

DDF; = Temperature sensitive use per customer

NDD = Normal degree days for the applicable bill cycle

ADD = Actual heating degree days for the applicable bill cycle
Date Filed: March 24, 2005 Effective Date:
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Heating Degree | -
Days

The difference between the average of the daily high and low
temperatures as reported by the National Weather Service
station subtracted from 65 degrees Fahrenheit.

Normal Degree | -
Days

The heating degree days based on the 30-year average for the
period 1970-2000.

Temperature -
Sensitive
Use per

Customer

Customer’s actual use less the base use per customer per
day, denoted below, multiplied by days in the billing period.

Black Hills

Residential (Rate Code 600 and 601) = 0.0630 Dk/Degree Day
Firm General (Rate Code 700) = 0.0929 Dk/Degree Day

Firm General (Rate Code 701) = 1.2728 Dk/Degree Day

East River

Residential (Rate Code 660 and 661) = 0.0237 Dk/Degree Day
Firm General (Rate Code 760) = 0.0578 Dk/Degree Day

Firm General (Rate Code 761) = 1.6302 Dk/Degree Day

Actual Degree -
Days

The actual degree days reported by the National Weather
Service Stations for applicable service areas in South Dakota.
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1. Applicability:

This rate schedule constitutes a purchased gas cost adjustment (PGA)
provision and specifies the procedure to be utilized to adjust the rates for gas
sold under Montana-Dakota's rate schedules, with the exception of Rate 66 and
Rate 76, in order to reflect: (a) changes in Montana-Dakota's average cost of

gas supply and (b) amortization of the Unrecovered Purchased Gas Cost
Account.

2. Effective Date and Limitation on Adjustments:

(a)

(b)

The effective dates of the PGA shall be bills rendered on and after the first day
of each month, unless the Commission shall otherwise order.

Montana-Dakota shall file a PGA to reflect changes in its average cost of gas
supply only when the amount of change in such PGA is at least 10 (ten) cents
per dk compared to the currently effective adjustment. The adjustment to be
effective May 1 shall be filed each year, regardless of the amount of the
change.

3. Purchased Gas Cost Adjustment:
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply

(b)

as compared to the cost of gas supply approved in its most recent PGA. The
cost of gas supply shall be the sum of all costs incurred in obtaining gas for
general system supply. General system supply is defined as gas available for
use by all customers served under retail sales rate schedules excluding Rate
66 and Rate 76. The cost of gas supply shall include, but not be limited to, all
demand, commodity, storage, gathering, and transportation charges incurred by
Montana-Dakota for such gas supply, the overall rate of return on prepaid
demand and commodity charges and gas storage balances required to maintain
the system gas supply and hedging program gains, losses and transaction
costs related to system gas supply.

The PGA shall be computed as follows:

(1) Demand costs shall include all annual gathering, transportation and
storage demand charges at current rates.
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(8) All costs related to specific end-use transactions shall not be included in
the cost of gas supply determination but shall be directly billed to the
customer(s) contracting for such service.

The PGA shall be applied to each of Montana-Dakota's rate schedules
excluding Rate 66 and Rate 76, recognizing differences among customer
classes consistent with the cost of gas supply included in the applicable class
sales rate.

4. Surcharge Adjustment:

All sales rate schedules shall be subject to a Surcharge Adjustment to be
effective on May 1 of each year. The Surcharge Adjustment per dk sold shall
reflect amortization of the applicable balance in the Unrecovered Purchased
Gas Cost Account calculated by dividing the applicable balance by the
estimated dk sales for the twelve months following the effective date of the
adjustment.

5. Unrecovered Purchase Gas Account:

(a)

Iltems to be included in the Unrecovered Purchased Gas Cost Account, as
calculated in accordance with Subsection 5(b) are:

(1) Charges for gas supply which Montana-Dakota is unable to reflect in a
Purchased Gas Cost Adjustment by reason of the ten cent minimum
limitation set forth in Subsection 2(b).

(2) Amounts of increased/decreased charges for gas supplies which were
paid during any period after the effective date of the most recent general
rate case, but not yet included in sales rates.

(3) Refunds received from supplier(s) with respect to gas supply. Such
refunds received shall be credited to the Unrecovered Purchased Gas
Cost Account.

(4) Carrying charges or credits as determined in Section 5(b)(2).
(5) Demand costs recovered from the large interruptible sales customers will

be credited to the residential, firm general service and small interruptible
customers.
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(2) Montana-Dakota will calculate carrying charges on the amounts in the
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of
interest for a three-month Treasury Bill as published monthly by the
Federal Reserve Board for the preceding month. The amount to be
included in Account 191 for carrying charges shall be determined as
follows: each month, Account 191 shall be debited (if the balance in
said account is a debit balance) and shall be credited (if the balance in
said account is a credit balance) for a carrying charge, which shall be
the product of (i) and (ii) below:

(i The balance in Account 191 as of the end of the immediately
preceding month, exclusive of carrying charges accrued pursuant
to this Subsection (b)(2) and net of the related deferred tax
amounts in Accounts 283 or 190, as appropriate.

(i) One-twelfth of the annual interest rate as set forth in this
Subsection (b)(2). The carrying charges shall be accrued in a
supplementary Unrecovered Purchased Gas Cost Account for
each rate schedule, and carrying charges shall not be computed
on the amounts in such supplementary account.

(c)  Reduction of Amounts in the Unrecovered Purchased Gas Cost Account:

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be
decreased each month by an amount determined by multiplying the
currently effective surcharge adjustment included in rates for that month
(as calculated in Section 4) by the dks sold during that month under
each rate schedule excluding Rate 66 and Rate 76. The account shall
be increased in the event the adjustment is a negative amount.

(2) The amount amortized each month shall be applied pro rata between the
amounts in the Unrecovered Purchased Gas Cost Account specified in
Subsections 5(a)(1), (2), (3) and (5) and the amounts in the
supplementary Unrecovered Purchased Gas Cost Account specified in
Subsection 5(a)(4).
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1. Applicability:
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision
and specifies the procedure to be utilized to adjust the rates for gas sold under
Residential Natural Gas Service Rate 66 (Rate 66) and Firm General Natural
Gas Service Rate 76 (Rate 76) in order to reflect: (a) changes in
Montana-Dakota's average cost of gas supply and (b) amortization of the
Unrecovered Purchased Gas Cost Account.

2. Effective Date and Limitation on Adjustments:
(@) The effective dates of the PGA shall be bills rendered on and after the
first day of each month, unless the Commission shall otherwise order.

(b)  Montana-Dakota shall file a PGA to reflect changes in its average cost of
gas supply only when the amount of such change in PGA is at least 10
(ten) cents per dk compared to the currently effective adjustment. The
adjustment to be effective May 1 shall be filed each year, regardless of
the amount of the change.

3. Purchased Gas Cost Adjustment:

(@) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas
supply for the East River System as compared to the cost of gas supply
approved in its most recent PGA. The cost of gas supply shall be the sum
of all costs incurred in obtaining gas for delivery at interconnections with
South Dakota Intrastate Pipeline (SDIP). The East River System supply is
defined as gas available for use by all customers served under Rate 66
and Rate 76. The cost of gas supply shall include, but not be limited to,
all demand, commodity, storage, gathering, and transportation charges
incurred by Montana-Dakota for such gas supply, the overall rate of return
on prepaid demand and commodity charges and gas storage balances
required to maintain the East River System gas supply and hedging
program gains, losses and transaction costs related to the East River
System gas supply.
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(b)  The PGA shall be computed as follows:

(1) Demand Costs, if applicable, shall include all annual gathering,
transportation and storage demand charges at current rates.

(2) Commodity costs shall include all annual gathering, transportation
and storage charges at current rates.

(3) The gas commodity cost shall reflect all commodity related gas
costs estimated to be in effect for the month the PGA will be in
effect and annual dk requirements.

(4)  The return on prepaid demand and commodity balances and
storage balances, if applicable, shall be computed on an annual
basis at the overall rate of return on rate base.

The cost per dk for the month is the sum of the above divided by annual,
weather normalized dk deliveries for the most recent twelve-month period
adjusted to reflect losses.

(¢) Monthly gas costs shall be calculated as follows:

(1)  Demand costs if applicable, shall be apportioned to all state
jurisdictions served by Montana-Dakota on the basis of the overall
ration of each state’s Maximum Daily Delivery Quantity (MDDQ).

(2) Demand costs for interruptible and specified contract service
customers shall be stated on a 100% load factor basis.

(3)  All commodity costs and other costs associated with the acquisition
of gas for the East River System Supply.

(4)  The return requirement related to prepaid demand and commodity
charges and gas storage balances, if applicable, shall be included
on a per dk basis. The prepaid demand and storage balances shall
be apportioned 1o all states on the basis of each state’s MDDQ.
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The prepaid commodity charges shall be apportioned to all states
on the basis of annual dk's sold in each state. The unit cost shall
be calculated using a thirteen month average balance and the
currently authorized return on rate base.

All costs related to sbecific end-use transactions shall not be
included in the cost of gas supply determination but shall be directly
billed to the customer(s) contracting for such service.

(d) The PGA shall be applied to Rate 66 and Rate 76, if applicable,
recognizing differences among customer classes consistent with the cost
of gas supply included in the applicable class sales rate.

4. Surcharge Adjustment:
Rate 66 and Rate 76 shall be subject to a Surcharge Adjustment to be
effective on May 1 of each year. The Surcharge Adjustment per dk sold
shall reflect amortization of the applicable balance in the Unrecovered
Purchased Gas Cost Account calculated by dividing the applicable
balance by the estimated Rate 66 and Rate 76 dk sales for the twelve
months following the effective date of the adjustment.

5. Unrecovered Purchased Gas Cost Account:
(a) Iltems to be included in the Unrecovered Purchased Gas Cost Account, as
calculated in accordance with Subsection 5(b) are:

(1)

(2)

Charges for gas supply which Montana-Dakota is unable to reflect
in a Purchased Gas Cost Adjustment by reason of the ten cent
minimum limitation set forth in Subsection 2(b).

Amounts of increased/decreased charges for gas supplies which
were paid during any period after the effective date of the most
recent general rate case, but not yet included in the East River
System sales rates.
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(3) Refunds received from supplier(s) with respect to gas supply. Such
refunds received shall be credited to the Unrecovered Purchased
Gas Cost Account.

(4)  Carrying charges or credits as determined in Section 5(b)(2).

(b) (1) The amount to be included in the Unrecovered Purchased Gas
Cost Account in order to reflect the items specified in Subsections
5(a)(1), (2), and (3) shall be calculated as follows:

(1) Montana-Dakota shall first determine each month the unit
cost for that month’s natural gas supply as adjusted to
levelize demand charges, if applicable. Such adjustment to
levelize supplier(s) demand charges shall be calculated as
follows:

The suppliers’ annual (calendar or fiscal) demand charges,
which are payable in equal monthly payments, shall be
accumulated in a prepaid account (FERC Account 165).
Each month a portion of such accumulated prepaid amount
shall be amortized to cost of natural gas purchased (FERC
Account 804).

Such monthly amortization shall be based on a rate
calculated by dividing the annual supplier(s) demand
charges by projected annual natural gas sales units
(calendar or fiscal, as appropriate). The resulting product
shall then be multiplied by the projected natural gas unit
sales for the current month. Such amount shall constitute
the monthly amortization of prepaid supplier(s) demand
charges to cost of natural gas supply.

(i) Montana-Dakota shall then subtract from each month’s unit
cost the unit cost for gas supply which is reflected in the
currently effective PGA.
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(iii) The resulting difference (which may be positive or negative)
shall be multiplied by the dks sold during that month under
Rate 66 and Rate 76. The resulting amounts shall be
reflected in an Unrecovered Purchased Gas Cost Account
for each rate schedule.

(2)  Montana-Dakota will calculate carrying charges on the amounts in
the Unrecovered Purchased Gas Cost Account, Account 191, at the
rate of interest for a three-month Treasury Bill as published monthly
by the Federal Reserve Board for the preceding month. The
amount to be included in Account 191 for carrying charges shall be
determined as follows: each month, Account 191 shall be debited
(if the balance in said account is a debit balance) and shall be
credited (if the balance in said account is a credit balance) for a
carrying charge, which shall be the product of (i) and (ii) below:

(i) The balance in Account 191 as of the end of the
immediately preceding month, exclusive of carrying charges
accrued pursuant to this Subsection (b)(2) and net of the
related deferred tax amounts in Accounts 283 or 190, as
appropriate.

(i)  One-twelfth of the annual interest rate as set forth in this
Subsection (b)(2). The carrying charges shall be accrued in
a supplementary Unrecovered Purchased Gas Cost
Account for each rate schedule, and carrying charges shall
not be computed on the amounts in such supplementary
account.

(c)  Reduction of Amounts in the Unrecovered Purchased Gas Cost Account:

(1)  The amounts in the Unrecovered Purchased Gas Cost Account
shall be decreased each month by an amount determined by
multiplying the currently effective surcharge adjustment included in
rates for that month (as calculated in Section 4) by the dks sold
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during that month under Rate 66 and Rate 76. The account shall be
increased in the event the adjustment is a negative amount.

(2)  The amount amortized each month shall be applied pro rata
between the amounts in the Unrecovered Purchased Gas Cost
Account specified in Subsections 5(a)(1), (2), (3) and the amounts
in the supplementary Unrecovered Purchased Gas Cost Account
specified in Subsection 5(a)(4).

6. Time and Manner of Filing:
(a) Each filing by Montana-Dakota shall be made by means of revised PGA
sheets identifying the amounts of the adjustments and the resulting
currently effective PGA rates.

(b) Each filing shall be accompanied by detailed computations which clearly
show the derivation of the relevant amounts.
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Most Comparable
Execution Regular Tariff
and
Name and Location Type or Class Expiration Schedule Contract
of Customer of Service Dates No. Differences
Morris, Inc. Firm 05-10-01 Rate 76 Rate
Commercial To
11-16-11
Merillat Corporation Firm 11-01-04 Rate 70 Rate
Commercial To
10-31-05
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide
interruptible sales or interruptible transportation service to customers, except for
customers served on Rate 66 and Rate 76, is as follows:

1. Contribution

a. Prior to construction, the customer shall contribute an amount equal to the total
cost of construction including all gas main extensions, valves, tap setting and
associated equipment, barricade, service line(s), regulators, meters (excluding
remote data acquisition equipment), any required payments made by the
Company to the transmission pipeline to accommodate the extensions, and
other costs as adjusted for federal and state income taxes.

b. The contribution shall be made by:
i. A one-time payment prior to construction or,

ii. The customer may post a bond, irrevocable letter of credit, or a written
guarantee commitment in the amount of the total contribution required
prior to construction. Such bond, issued by a bonding company
authorized to do business in the state, letter of credit, or written guarantee
commitment, shall be effective for a five-year period commencing at the
plant in service date, and is subject to approval and acceptance by the
Company. If at the end of the original five-year term, a contribution
requirement exists for the subject project, the surety or guarantor shall
pay the Company for such contribution requirement, or

ii. Customer, upon approval by Company, may finance the amount of the
required contribution subject to the following conditions: 1) maximum
contribution to be financed shall be determined by the Company at its sole
discretion, 2) maximum term shall be five years, 3) interest will be
charged at the Company's incremental weighted cost of capital.
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PRELIMINARY STATEMENT
*Designates Region Office

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven
(11) counties in South Dakota with natural gas. Counties served are:

Butte Lawrence Stanley
Edmunds Meade Sully
Harding Pennington Walworth
Hughes Potter

Communities served under Rate 66 or 76 are designated (66/76), all other communities
are served under the otherwise applicable rates.

Bismarck Region

Bowdle (66/76) Glenham (66/76) Roscoe (66/76)
Gettysburg (66/76) Ipswich (66/76) Selby (66/76)
Mobridge (66/76)

Rapid City Region

Agar (66/76) Deadwood Pluma
Belle Fourche Lead *Rapid City
Black Hawk Onida (66/76) St. Onge
Box Elder Piedmont Spearfish
Camp Crook Ft. Pierre (66/76) Sturgis
Central City Pierre (66/76) Terraville

Whitewood
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Availability:
[n all communities served, except for those communities set forth on Rate 66 or_
Rate 76, for all domestic uses. See Rate 100, §V.3, for definition of class of

service.
Rate:
Basic Service Charge: $0.25 per day
Distribution Delivery Charge: $1.571 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The
cost of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87 or any amendments or alterations thereto.

General Terms and Conditions:
RULES - The foregoing schedule is subject to Rates 100 through 134 and any
amendments or alterations thereto or additional rules and regulations promulgated
by the Company under the laws of the state.
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Availability:
Forallpurposes iln the following communities, for all domestic uses except for
resale:. See Rate 100 §V.3, for definition on class of service.

Agar Glenham Pierre
Bowdle Ipswich Roscoe
Ft. Pierre Mobridge Selby
Gettysburg Onida

Rate:

Distribution Delivery Charge: Aldk-@$4-7642.449 per dk

Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The
cost of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87, or any amendments or alterations thereto.
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General Terms and Conditions:
RULES - The foregoing schedule is subject to Rates 100 through 134, and any
amendments or aiterations thereto or additional rules and regulations promulgated
by the Company under the laws of the state.
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Availability:
In all communities served, except for those communities set forth on Rate 66_or
Rate 76, for all purposes except for resale. See Rate 100, §V.3, for definition on
class of service.

Rate:
Basic Service Charge:
For customers with meters rated $0.35 per day
under 500 cubic feet per hour
For customers with meters rated $0.70 per day
over 500 cubic feet per hour
Distribution Delivery Charge: $1.175 per dk
Cost of Gas: Determined Monthly — See Rate
Summary Sheet for Current Rate
Minimum Biil:

Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87 or any amendments or alterations thereto.
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Availability:
In all communities served, except for communities set forth on Rate 66_or Rate 76,
for all interruptible general gas service customers whose interruptible natural gas
joad will exceed an input rate of 2,500,000 Btu per hour, metered at a single
delivery point and whose use of natural gas will not exceed 40,000 dk annually.
The rates herein are applicable only to customer's interruptible load. Customer's
firm natural gas requirements must be separately metered or specified in a firm
service agreement. Customer's firm load shall be billed at Firm General Gas
Service Rate 70. For interruption purposes, the maximum daily firm requirement
shall be set forth in the firm service agreement.

Rate:
Basic Service Charge: $50.00 per month

Distribution Delivery Charge:

Maximum Rate $0.453 per dk
Minimum Rate $0.131 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on the
bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Availability:
In all communities served, except for those communities set forth on Rate 6876,
for customers otherwise qualifying for service under Firm General Gas Service
Rate 70. See Rate 100, §V.3, for definition of class of service.

Rate:

Basic Service Charge:
For customers with meters rated $0.35 per day
under 500 cubic feet per hour
For customers with meters rated $0.70 per day
over 500 cubic feet per hour

Distribution Delivery Charge: $1.175 per dk

Cost of Gas:

Winter — Bills rendered October 1 through May 31 Determined Monthly —
See Rate Summary
Sheet for Current Rate

Summer — Bills rendered June 1 through September 30  Determined Monthly —
See Rate Summary
Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas: ,
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Availability:
In the following communities, for all purposes except for resale. See Rate 100
§V.3, for definition on class of service.

Agar Glenham Pierre
Bowdle Ipswich Roscoe
Ft. Pierre Mobridge Selby
Gettysburg Onida

Rate:
Basic Service Charge:
For customers with meters rated

under 500 cubic feet per hour $0.35 per day
For customers with meters rated
over 500 cubic feet per hour $0.70 per day
Distribution Delivery Charge: $2.332 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on

the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Purchased
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate
87, or any amendments or alterations thereto.

General Terms and Conditions:
RULES — The foreqgoing schedule is subject to Rates 100 through 134, and any
amendments or alterations thereto or additional rules and requiations promulgated
by the Company under the laws of the state.
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Availability:
This service is applicable, except for customers served on Rate 66 or Rate 76, for
transportation of natural gas to customer's premise (metered at a single delivery
point) through Company's distribution facilities. In order to obtain transportation
service, customer must qualify under an applicable gas transportation service rate;
meet the general terms and conditions of service provided hereunder; and enter
into a gas transportation agreement upon request by the Company.

The transportation services are as follows:

Small Interruptible General Gas Transportation Service Rate 81:

Transportation service is available for all general gas service customers whose
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour,
metered at a single delivery point whose average use of natural gas will not exceed
40,000 dk annually, and who, absent the request for transportation service, are
eligible for natural gas service, on an interruptible basis, pursuant to Company's
effective Small Interruptible General Gas Service Rate 71. Customer's firm natural
gas requirements must be separately metered or specified in a firm service
agreement. Customer's firm load shall be treated and billed in accordance with the
provisions of Firm General Gas Service Rate 70. '

Large Interruptible General Gas Transportation Service Rate 82:

Transportation service is available for all general gas service customers whose
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour,
metered at a single delivery point, whose average use of natural gas will exceed
40,000 dk annually, and who, absent the request for transportation service, are
eligible for natural gas service on an interruptible basis, pursuant to Company's
effective Large Interruptible General Gas Service Rate 85. Customer's firm natural
gas requirements must be separately metered or specified in a firm service
agreement. Customer's firm load shall be treated and billed in accordance with the
provisions of Firm General Gas Service Rate 70.
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Availability:
In all communities served, except those communities set forth on Rate 66 or Rate
76, for all interruptible general gas service customers whose interruptible natural
gas load will exceed an input rate of 2,500,000 Btu per hour, metered at a single
delivery point and whose use of natural gas will exceed 40,000 dk annually. The
rates herein are applicable only to customer's interruptible load. Customer's firm
natural gas requirements must be separately metered or specified in a firm service
agreement. Customer’s firm load shall be billed at Firm General Gas Service Rate
70. For interruption purposes, the maximum daily firm requirement shall be set
forth in the firm service agreement. The Company reserves the right to refuse the
initiation of service under this rate schedule based on the availability of gas

supply.

This rate schedule shall not apply for service to U. S. Government installations,
which are covered by separate special contracts.

Rate:
Basic Service Charge: $175.00 per month

Distribution Delivery Charge:

Maximum Rate $0.187 per dk
Minimum Rate $0.090 per dk
Cost of Gas: Determined Monthly — See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with the
provisions of Rate 100, §V.11, or any amendments or alterations thereto.
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APPLICABILITY:
This rate schedule represents a Distribution Delivery Stabilization Mechanism
(DDSM) and specifies the procedure to be utilized to correct for the over/under
collection of distribution delivery charge revenues due to weather fluctuations
during the period from October 1 through April 30. Service provided under the
Company'’s Residential Rates 60_and 66 and Firm General Service Rates 70 and_
76 shall be subject to decreases or increases under the DDSM.

DISTRIBUTION DELIVERY STABILIZATION MECHANISM:
A DDSM will be determined for each customer taking service under Residential
Service Rateg 60 and 66 and Firm General Service Rates 70 and 76 beginning
with the first billing cycle starting November 1 through the billing cycle ending May
1. The DDSM adjustment will be applied as a surcharge or credit on all rate
schedules to which the DDSM is applicable.

DDSM ADJUSTMENT CALCULATION:
The DDSM Adjustment shall be determined for each customer taking service
under Residential Rates 60 and 66 or Firm General Service Rates 70 and 76. In
order to calculate the respective DDSM adjustment, the ratio of the normal HDDs
as compared to the actual HDDs will be determined and multiplied by the
temperature sensitive consumption per customer per HDD, as determined in the
most recent general rate case. The resulting product shall be multiplied by the
applicable Distribution Delivery Charge rate per dk.

DDSM; = R (DDF;((NDD-ADD)/ADD))
Where:
DDSM; Distribution Delivery Stabilization Adjustment

i Customer served under Rate Schedule 60, 66-er, 70 or 76

R; = Applicable Distribution Delivery Charge per dk

DDF; = Temperature sensitive use per customer

NDD = Normal degree days for the applicable bill cycle

ADD = Actual heating degree days for the applicable bill cycle
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DEFINITIONS:
Heating Degree | - | The difference between Fthe average of the daily high and low
Days temperatures as reported by the National Weather Service
stationHecated-at-the-Rapid-City-Regienal-Airport- subtracted
from 65 degrees Fahrenheit.
Normal Degree | - | The heating degree days based on the 30-year average for the
Days period 1970-2000.
Temperature - | Customer’s actual use less the base use per customer per
Sensitive day, denoted below, multiplied by days in the billing period.
Use per Black Hills
Customer Residential (Rate Code 600 and 601)_=_0.0630 Dk/Degree Day
Firm General (Rate Code 700) = 0.0929 Dk/Degree Day
Firm General (Rate Code 701) = 1.2728 Dk/Degree Day
East River
Residential (Rate Code 660 and 661) = 0.0237 Dk/Degree Day
Firm General (Rate Code 760) = 0.0578 Dk/Degree Day
Firm General (Rate Code 761) = 1.6302 Dk/Degree Day
Actual Degree - | The actual degree days reported by the National Weather
Days Service Stationg for applicable service areas in South Dakota
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1. Applicability:
This rate schedule constitutes a purchased gas cost adjustment (PGA)
provision and specifies the procedure to be utilized to adjust the rates for gas
sold under Montana-Dakota's rate schedules, with the exception of Gereral-
Service Rate 66_and Rate 76, in order to reflect: (a) changes in
Montana-Dakota's average cost of gas supply and (b) amortization of the
Unrecovered Purchased Gas Cost Account.

2. Effective Date and Limitation on Adjustments:
(a) The effective dates of the PGA shall be bills rendered on and after the first day
of each month, unless the Commission shall otherwise order.

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of gas
supply only when the amount of change in such PGA is at least 10 (ten) cents
per dk compared to the currently effective adjustment. The adjustment to be
effective May 1 shall be filed each year, regardiess of the amount of the
change.

3. Purchased Gas Cost Adjustment:

(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply
as compared to the cost of gas supply approved in its most recent PGA. The
cost of gas supply shall be the sum of all costs incurred in obtaining gas for
general system supply. General system supply is defined as gas available for
use by all customers served under retail sales rate schedules excluding Rate
66_and Rate 76. The cost of gas supply shall include, but not be limited to, all
demand, commodity, storage, gathering, and transportation charges incurred by
Montana-Dakota for such gas supply, the overall rate of return on prepaid
demand and commodity charges and gas storage balances required to maintain

the system gas supply and hedging program gains, losses and transaction
costs related to system gas supply.

(b) The PGA shall be computed as follows:

(1) Demand costs shall include all annual gathering, transportation and
storage demand charges at current rates.
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(5) All costs related to specific end-use transactions shall not be included in
the cost of gas supply determination but shall be directly billed to the
customer(s) contracting for such service.

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules
excluding Rate 66_and Rate 76, recognizing differences among customer
classes consistent with the cost of gas supply included in the applicable class
sales rate.

4. Surcharge Adjustment:
All sales rate schedules shall be subject to a Surcharge Adjustment to be
effective on May 1 of each year. The Surcharge Adjustment per dk sold shall
reflect amortization of the applicable balance in the Unrecovered Purchased
Gas Cost Account calculated by dividing the applicable balance by the
estimated dk sales for the twelve months following the effective date of the
adjustment.

5. Unrecovered Purchase Gas Account:

(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as
calculated in accordance with Subsection 5(b) are:

(1) Charges for gas supply which Montana-Dakota is unable to reflectin a
Purchased Gas Cost Adjustment by reason of the ten cent minimum
limitation set forth in Subsection 2(b).

(2) Amounts of increased/decreased charges for gas supplies which were
paid during any period after the effective date of the most recent general
rate case, but not yet included in sales rates.

(3) Refunds received from supplier(s) with respect to gas supply. Such
refunds received shall be credited to the Unrecovered Purchased Gas
Cost Account.

(4) Carrying charges or credits as determined in Section 5(b)(2).
(5) Demand costs recovered from the large interruptible sales customers will

be credited to the residential, firm general service and small interruptible
customers.

Date Filed: December 30, 2002 Effective Date: Service Rendered on and
After December 2, 2003
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(2) Montana-Dakota will calculate carrying charges on the amounts in the
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of
interest for a three-month Treasury Bill as published monthly by the
Federal Reserve Board for the preceding month. The amount to be
included in Account 191 for carrying charges shall be determined as
follows: each month, Account 191 shall be debited (if the balance in
said account is a debit balance) and shall be credited (if the balance in
said account is a credit balance) for a carrying charge, which shall be
the product of (i) and (ii) below:

(i) The balance in Account 191 as of the end of the immediately
preceding month, exclusive of carrying charges accrued pursuant
to this Subsection (b)(2) and net of the related deferred tax
amounts in Accounts 283 or 190, as appropriate.

(i) One-twelfth of the annual interest rate as set forth in this
Subsection (b)(2). The carrying charges shall be accrued in a
supplementary Unrecovered Purchased Gas Cost Account for
each rate schedule, and carrying charges shall not be computed
on the amounts in such supplementary account.

(c)  Reduction of Amounts in the Unrecovered Purchased Gas Cost Account:

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be
decreased each month by an amount determined by multiplying the
currently effective surcharge adjustment included in rates for that month
(as calculated in Section 4) by the dks sold during that month under
each rate schedule excluding Rate 66_and Rate 76. The account shall
be increased in the event the adjustment is a negative amount.

(2) The amount amortized each month shall be applied pro rata between the
amounts in the Unrecovered Purchased Gas Cost Account specified in
Subsections 5(a)(1), (2), (3) and (5) and the amounts in the
supplementary Unrecovered Purchased Gas Cost Account specified in
Subsection 5(a)(4).
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1.  Applicability:
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision
and specifies the procedure to be utilized to adjust the rates for gas sold under
General-ServicesResidential Natural Gas Service Rate 66_(Rate 66) and Firm
General Natural Gas Service Rate 76 (Rate 76) in order to reflect: (a) changes
in Montana-Dakota's average cost of gas supply and (b) amortization of the
Unrecovered Purchased Gas Cost Account.

2. Effective Date and Limitation on Adjustments:
(a) The effective dates of the PGA shall be bills rendered on and after the
first day of each month, unless the Commission shall otherwise order.

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of
gas supply only when the amount of such change in PGA is at least 10
(ten) cents per dk compared to the currently effective adjustment. The
adjustment to be effective May 1 shall be filed each year, regardiess of
the amount of the change.

3. Purchased Gas Cost Adjustment:

(@) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas
supply for the East River System as compared to the cost of gas supply
approved in its most recent PGA. The cost of gas supply shall be the sum
of all costs incurred in obtaining gas for delivery at interconnections with
South Dakota Intrastate Pipeline (SDIP). The East River System supply is
defined as gas available for use by all customers served under General-
Services-Rate 66_and Rate 76. The cost of gas supply shall include, but
not be limited to, all demand, commodity, storage, gathering, and
transportation charges incurred by Montana-Dakota for such gas supply,
the overall rate of return on prepaid demand and commodity charges and
gas storage balances required to maintain the East River System gas
supply and hedging program gains, losses and transaction costs related
to the East River System gas supply.
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(b)  The PGA shall be computed as follows:

(1) Demand Costs, if applicable, shall include all annual gathering,
transportation and storage demand charges at current rates.

(2) Commodity costs shall include all annual gathering, transportation
and storage charges at current rates.

(3) The gas commodity cost shall reflect all commodity related gas
costs estimated to be in effect for the month the PGA will be in
effect and annual dk requirements.

(4)  The return on prepaid demand and commodity balances and
storage balances, if applicable, shall be computed on an annual
basis at the overall rate of return on rate base.

The cost per dk for the month is the sum of the above divided by annual,
weather normalized dk deliveries for the most recent twelve-month period
adjusted to reflect losses.

(c)  Monthly gas costs shall be calculated as follows:

(1)  Demand costs if applicable, shall be apportioned to all state
jurisdictions served by Montana-Dakota on the basis of the overall
ration of each state’s Maximum Daily Delivery Quantity (MDDQ).

(2) Demand costs for interruptible and specified contract service
customers shall be stated on a 100% load factor basis.

(3) All commodity costs and other costs associated with the acquisition
of gas for the East River System Supply.

(4) The return requirement related to prepaid demand and commodity
charges and gas storage balances, if applicable, shall be included
on a per dk basis. The prepaid demand and storage balances shall
be apportioned to all states on the basis of each state’s MDDQ.
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The prepaid commodity charges shall be apportioned to all states
on the basis of annual dk’s sold in each state. The unit cost shall
be calculated using a thirteen month average balance and the
currently authorized return on rate base.

All costs related to specific end-use transactions shall not be
included in the cost of gas supply determination but shall be directly
billed to the customer(s) contracting for such service.

The PGA shall be applied to General-ServicesRate 66_and Rate 76, if
applicable, recognizing differences among customer classes consistent
with the cost of gas supply included in the applicable class sales rate.

4. Surcharge Adjustment:

General-Services Rate 66 and Rate 76 shall be subject to a Surcharge
Adjustment to be effective on May 1 of each year. The Surcharge
Adjustment per dk sold shall reflect amortization of the applicable balance
in the Unrecovered Purchased Gas Cost Account calculated by dividing
the applicable balance by the estimated Gereral-Services-Rate 66 and_
Rate 76 dk sales for the twelve months following the effective date of the
adjustment.

5. Unrecovered Purchased Gas Cost Account:

ltems to be included in the Unrecovered Purchased Gas Cost Account, as
calculated in accordance with Subsection 5(b) are:

(@)

(1)

(2)

Charges for gas supply which Montana-Dakota is unable to reflect
in a Purchased Gas Cost Adjustment by reason of the ten cent
minimum limitation set forth in Subsection 2(b).

Amounts of increased/decreased charges for gas supplies which
were paid during any period after the effective date of the most
recent general rate case, but not yet included in the East River
System sales rates.
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s received from supplier(s) with respect to gas supply. Such

refunds received shall be credited to the Unrecovered Purchased
Gas Cost Account.

(4) Carryin

g charges or credits as determined in Section 5(b)(2).

(b) (1) The amount to be included in the Unrecovered Purchased Gas
Cost Account in order to reflect the items specified in Subsections

S(a)(1),
(i)

(i)

(2), and (3) shall be calculated as follows:

Montana-Dakota shall first determine each month the unit
cost for that month’s natural gas supply as adjusted to
levelize demand charges, if applicable. Such adjustment to
levelize supplier(s) demand charges shall be calculated as
follows:

The suppliers’ annual (calendar or fiscal) demand charges,
which are payable in equal monthly payments, shall be
accumulated in a prepaid account (FERC Account 165).
Each month a portion of such accumulated prepaid amount
shall be amortized to cost of natural gas purchased (FERC
Account 804).

Such monthly amortization shall be based on a rate
calculated by dividing the annual supplier(s) demand
charges by projected annual natural gas sales units
(calendar or fiscal, as appropriate). The resulting product
shall then be multiplied by the projected natural gas unit
sales for the current month. Such amount shall constitute
the monthly amortization of prepaid supplier(s) demand
charges to cost of natural gas supply.

Montana-Dakota shall then subtract from each month’s unit
cost the unit cost for gas supply which is reflected in the
currently effective PGA.
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(iii) The resulting difference (which may be positive or negative)
shall be multiplied by the dks sold during that month under
General-ServicesRate 66_and Rate 76. The resulting
amounts shall be reflected in an Unrecovered Purchased
Gas Cost Account for each rate schedule.

(2)  Montana-Dakota will calculate carrying charges on the amounts in
the Unrecovered Purchased Gas Cost Account, Account 191, at the
rate of interest for a three-month Treasury Bill as published monthly
by the Federal Reserve Board for the preceding month. The
amount to be included in Account 191 for carrying charges shall be
determined as follows: each month, Account 191 shall be debited
(if the balance in said account is a debit balance) and shall be
credited (if the balance in said account is a credit balance) for a
carrying charge, which shall be the product of (i) and (ii) below:

(i) The balance in Account 191 as of the end of the
immediately preceding month, exclusive of carrying charges
accrued pursuant to this Subsection (b)(2) and net of the
related deferred tax amounts in Accounts 283 or 190, as
appropriate.

(i) One-twelfth of the annual interest rate as set forth in this
Subsection (b)(2). The carrying charges shall be accrued in
a supplementary Unrecovered Purchased Gas Cost
Account for each rate schedule, and carrying charges shall
not be computed on the amounts in such supplementary
account.

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account:

(1) The amounts in the Unrecovered Purchased Gas Cost Account
shall be decreased each month by an amount determined by
multiplying the currently effective surcharge adjustment included in
rates for that month (as calculated in Section 4) by the dks sold
during that month under Genreral-Services Rate 66 and Rate 76.
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The account shall be increased in the event the adjustment is a
negative amount.

(2) The amount amortized each month shall be applied pro rata
between the amounts in the Unrecovered Purchased Gas Cost
Account specified in Subsections 5(a)(1), (2), (3) and the amounts
in the supplementary Unrecovered Purchased Gas Cost Account
specified in Subsection 5(a)(4).

6. Time and Manner of Filing:
(a) Each filing by Montana-Dakota shall be made by means of revised PGA
sheets identifying the amounts of the adjustments and the resulting
currently effective PGA rates.

(b) Each filing shall be accompanied by detailed computations which clearly
show the derivation of the relevant amounts.
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Most Comparable

Execution Regular Tariff
and
Name and Location Type or Class Expiration Schedule Contract
of Customer of Service Dates No. Differences
Morris, Inc. Firm 05-10-01 Rate 6676 Rate
Commercial To
11-16-11
Merillat Corporation Firm 11-01-04 Rate 70 Rate
Commercial To
10-31-05
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide
interruptible sales or interruptible transportation service to customers, except for
customers served on Rate 66 _and Rate 76, is as follows:

1. Contribution

a. Prior to construction, the customer shall contribute an amount equal to the total
cost of construction including all gas main extensions, valves, tap setting and
associated equipment, barricade, service line(s), regulators, meters (excluding
remote data acquisition equipment), any required payments made by the
Company to the transmission pipeline to accommodate the extensions, and
other costs as adjusted for federal and state income taxes.

b. The contribution shall be made by:
i A one-time payment prior to construction or,

i.  The customer may post a bond, irrevocable letter of credit, or a written
guarantee commitment in the amount of the total contribution required
prior to construction. Such bond, issued by a bonding company
authorized to do business in the state, letter of credit, or written guarantee
commitment, shall be effective for a five-year period commencing at the
plant in service date, and is subject to approval and acceptance by the
Company. If at the end of the original five-year term, a contribution
requirement exists for the subject project, the surety or guarantor shall
pay the Company for such contribution requirement, or

iii. Customer, upon approval by Company, may finance the amount of the
required contribution subject to the following conditions: 1) maximum
contribution to be financed shall be determined by the Company at its sole
discretion, 2) maximum term shall be five years, 3) interest will be
charged at the Company's incremental weighted cost of capital.
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